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To Our Stockholders: 

Sales and Profits 

Net Profit for the year 1938, after provision for deprecia¬ 
tion of property, amortization of leasehold improvements, and 
Federal and State income taxes, was $2,489,866.68, which, after 
allowing $200,000 for the payment of dividends on the Five 
Per Cent Cumulative Preferred Stock, was equal to $4.77 per 
share on the 480,500 shares of Common Stock outstanding. 

This compares with a net profit of $3,007,383.41 for 1937, 
equal, after preferred dividends, to $5.84 per share on the 
Common Stock. 

Sales for 1938 were $42,190,211.85 as compared with 
$42,522,253.20 for 1937, a decrease of less than one per cent. 

In the early months of 1938 business dropped considerably 
below the volume reached in the same months of the previous 
year. Business conditions were not good this past year. 

Many of our stores are located in the industrial sections, 
in the coal regions, and in railroad terminal sections. When 
business in the steel and manufacturing industries is bad the 
coal industry suffers and railroad employment drops below 
normal. There was much unemployment. 

The increase in expenses for 1938, as compared with 1937, 
is attributable principally to increases in wages paid store 
employees, unemployment insurance tax, and rents. 

In our annual letter of February 2, 1938 we stated: “The 
economic fundamentals point to an upward trend in business 
with a slow recovery. If business and our Government co¬ 
operate we trust by the middle of the year we may have evidence 
of a decided improvement with a better fall business than 

in 1937.” 


We noticed a turn for the better about the middle of the 
year and, although it was gradual, it gained momentum and 
December’s business was good. 

Expansion 

One new store No. 204 Paintsville, Kentucky, was opened 
in 1938. 

We moved our store from Lawrenceville, Illinois, to Linton, 
Indiana, Store No. 203. The Lawrenceville store was one of a 
group purchased by us some time ago. Due to limited selling 
space we were unable to make it profitable. 

We completely remodeled our Home Office in the past year. 
Store No. 1 McKeesport was moved and the first floor space 
on Fifth Avenue is now used for office purposes. We now have 
about 42,600 square feet of office space. This will take care of 
our needs for some time in the future although we are not 
overbuilt to any great extent. We were in congested quarters 
and the remodeling was necessary. 

The work was started in 1937 and completed in 1938. We 
now have ample facilities with which our people can do good 
work. 

There are work rooms for buyers, storage space for their 
samples, and an auditorium for our office personnel and for 
the Sales Division. We have a complete drafting room for 
preparing our own drawings. 

In addition to remodeling of the Home Office, 23 stores 
were remodeled in 1938. 

One of our large stores, Fort Wayne, Indiana, No. 103, was 
remodeled and the work was completed in the fall of the year. 
This store now is the third largest in the syndicate. The sales 
have been very satisfactory. 

The heaviest expansion program we ever had was in the 
year 1937. Our aim for 1938 was to cut our expansion to about 
50 per cent of the 1937 expenditures. However, rebuilding on 
four locations destroyed by fire caused us to exceed these 
figures. Beckley, West Virginia; Beaver Falls, Pennsylvania; 
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STORE LOCATIONS —Continued 


Philippi 

Piedmont 

Point Pleasant 

Princeton 

Richwood 

Shinnston 

Sistersville 

Spencer 

Weirton 

Welch 

Wellsburg 

Weston 

Williamson 

Ohio— 

17 stores 

Alliance 

Barnesville 

Bellaire 

Bellefontaine 

Circleville 

Gallipolis 

Greenville 

Middletown 

Piqua 

Salem 

Sidney 

Toronto 

Troy 

Van Wert 
Washington Court 
House 
Wilmington 
Youngstown 

Maryland— 

15 stores 

Annapolis 
Baltimore— 

9 stores 
Cumberland 
Frostburg 
Rockville 
Silver Spring 
Westminster 

Indiana— 

12 stores 

Brazil 
Clinton 
Columbus 
Fort Wayne 
Greencastle 
Indianapolis— 

2 stores 
Linton 
Rockville 


Seymour 

Shelbyville 

Washington 

New York— 

9 stores 

Buffalo 

Dansville 

Fredonia 

Jamestown 

Lancaster 

LeRoy 

Medina 

North Tonawanda 
Syracuse 

Connecticut— 

5 stores 

Ansonia 
Naugatuck 
New Canaan 
Stamford 
Torrington 

Illinois— 

4 stores 

Hoopeston 
La Grange 
Pontiac 
Streator 

New Jersey— 

4 stores 

Ocean City 
Washington 
Westfield 
Wildwood 

Kentucky— 

4 stores 

Ashland 

Maysville 

Paintsville 

Pikeville 

Michigan— 

1 store 

St. Joseph 

Virginia— 

1 store 

Alexandria 

District of Columbia- 
3 stores 

Washington— 

3 stores 


and Ansonia, Connecticut, were destroyed in 1938, and 
Midland, Pennsylvania, in 1937. 

Our expansion aim for 1939 is 60 per cent of our expendi¬ 
tures for 1938. 

In remodeling our stores we have added selling space, as 
in No. 166 Washington, D. C. To our big store we added 30 
feet frontage and we sell goods in the basement and on the 
first and second floors. 

In Youngstown, Ohio we added another storeroom to our 
first floor and basement selling space. 

In Vandergrift, Pennsylvania there was an addition made 
to our selling space. 

In McKeesport, Pennsylvania we added 20 feet frontage 
to our No. 33 store where we sell merchandise on two floors. 
We also added to our restaurant facilities. We believed with 
this additional space we could maintain our sales in McKees¬ 
port, even though we discontinued the No. 1 McKeesport 
store. The sales have been justifying our belief. 

On December 31, 1938 we had 201 stores in operation, 
compared with 200 stores in operation at the close of 1937. 

1939 

We believe the gradual improvement in business noticed 
in mid-year of 1938 will continue through 1939 and, as the 
year progresses, will give us a better business year than we 
had in 1938. 

Dividends 

Dividends paid in 1938 on the 480,500 shares of Common 
Stock outstanding were: 

March 1, 1938 . $1.00 per share 

June 1, 1938 . 75 per share 

September 1, 1938 . 75 per share 

December 1, 1938 . 75 per share 


Total 


$3.25 per share 








The total paid in 1938 compares with a total of $3.60 per 
share paid in 1937. 

Regular quarterly dividends of $1.25 per share, payable 
on the second days of January, April, July, and October in 
each year, have been maintained since the issuance of the 
40,000 shares of Five Per Cent Cumulative Preferred Stock 
outstanding. 

Accompanying this report are our annual financial state' 
ments for the year ended December 31, 1938. 


Sincerely yours, 

J. S. MACK, President. 


February 11, 1939. 


STORE LOCATIONS 


Pennsylvania— 

97 stores 

Aliquippa 

Ambridge 

Bangor 

Barnesboro 

Beaver 

Beaver Falls 

Bedford 

Bellefonte 

Bellevue 

Bethlehem 

Blairs ville 

Brookville 

Brownsville 

Burgettstown 

California 

Carnegie 

Charleroi 

Clairton 

Clarion 

Clearfield 

Connellsville 

Corry 

Derry 

Dormont 

Duquesne 

East Pittsburgh 

Elizabeth 

Ellwood City 

Erie— 

2 stores 
Etna 
Everett 
Farrell 
Ford City 
Franklin 
Gettysburg 
Greensburg 
Greenville 
Grove City 
Hanover 
Harrisburg 
Huntingdon 
Indiana 
Irwin 
Jeannette 
Johnsonburg 
Kittanning 
Latrobe 
Lehighton 
Lewis town— 

2 stores 
Ligonier 
McDonald 
McKeesport 


McKees Rocks 
Mead ville 
Mercer 
Meyersdale 
Midland 
Monessen 
Mount Union 
Nazareth 
New Bethlehem 
New Castle 
New Kensington 
North East 
Pitcairn 
Pittsburgh— 

8 stores 
Punxsutawney 
Red Lion 
Rochester 
St. Marys 
Scranton 
Sewickley 
Sharon 
Shippensburg 
State College 
Swissvale 
Tarentum 
Titusville 
Turtle Creek 
Uniontown 
Vandergrift 
Verona 
Warren 
Washington 
Waynesburg 
West Newton 
Wilkinsburg 
Wilmerding 

West Virginia— 

29 stores 

Beckley 

Buckhannon 

Clarksburg 

Elkins 

Fairmont 

Hinton 

Hollidays Cove 
Keyser 
Kimball 
Logan— 

2 stores 
Montgomery 
Morgantown 
Moundsville 
Mullens 
Northfork 


G. C. MURPHY COMPANY 
531 Fifth Avenue 
McKeesport, Penna. 


OFFICERS 

J. S. Mack. President and Chairman of the Board 

W. C. Shaw. Vice-President, Merchandise Division 

Edgar M. Mack. Vice-President , Real Estate and 

Construction Division, Assistant Secretary 

P. L. Sample. Vice-President, Sales Division 

J. A. Krut. Vice-President, Office Management 

Division, Secretary and Treasurer 

J. P. Fife. Assistant Secretary 

L. Falkenstein . Assistant Secretary 

W. S. Thomson. Assistant Secretary 

C. L. Knodel. Assistant Treasurer 

P. D. Albert. Assistant Treasurer 

C. F. Schatz. Assistant Treasurer 

DIRECTORS 

J. S. Mack B. E. McSheehy J. P. Fife 

W. C. Shaw P. L. Sample Paul R. Reed 

Edgar M. Mack J. A. Krut H. O. Latham 

J. P. Fife. Legal Counsel 

Bankers Trust Company. Transfer Agent 

Chase National Bank of the City of New York. .. .Registrar 

Lybrand, Ross Bros. & Montgomery. Auditors 

McKeesport, Penna. General Offices 


MACK REALTY COMPANY 
Wholly-owned Subsidiary 
531 Fifth Avenue 
McKeesport, Penna. 


OFFICERS 

Edgar M. Mack . President 

J. S. Mack . Vice-President 

W. C. Shaw . Vice-President 

J. P. Fife . Vice-President, Assistant Secretary 

J. A. Krut . Secretary and Treasurer 

J. M. Wilson . Assistant Secretary, Assistant Treasurer 

L. Falkenstein . Assistant Secretary 

C. L. Knodel . Assistant Treasurer 

DIRECTORS 

J. S. Mack Edgar M. Mack 

W. C. Shaw Paul W. Mack H. E. Crosby 


ITEMS OF INTEREST TO STOCKHOLDERS 

A. Current Assets of $7,825,149.42. 

Current Liabilities of $3,225,394.46. 

A ratio of $2.43 of Current Assets to each $1.00 of 
Current Liabilities. 

B. The book value of the Five Per Cent Cumulative Pre- 
ferred Stock per share at the end of the year was $395.15. 
The book value of the Common Stock per share at the 
end of the year was $24.57. 

C. Cash at December 31, 1938 amounted to $2,257,580.15. 

D. Taxes paid in 1938 were $1,237,839.71, or 33.2 per cent 
of earnings before deducting taxes. This is equal to 
$2.58 for each share of Common Stock. 

The total 1938 tax is an average of $6,158 per store in 
operation at December 31, 1938. 

In addition to the taxes mentioned above, we paid 
$201,191 of taxes on rented properties; and collected 
and paid $212,536 of sales taxes for various states. 

E. Social Security payments for 1938 were $282,437 com¬ 
pared with $197,216 paid in 1937. These taxes are 
included in the total tax of $1,237,839.71 paid in 1938. 

F. Expenditures for expansion in 1938 were approximately 
$1,450,000. 

G. Capital and Surplus account increased $622,271.92 over 
1937. 

H. The Sickness and Accident Insurance Fund, established 
in 1936, provides, without cost to employees, payment 
of benefits for 13 weeks in case of sickness or accident 
to regular full-time employees with one year’s service 
or more. 

The Group Life Insurance Plan, inaugurated in 1918, 
provides life insurance on a graduated scale for all 
regular full-time employees with one year’s service or 
more. This is also without cost to employees. 

























J. The Christmas Bonus Plan, inaugurated in 1912, pro¬ 
vides for the distribution of bonuses to regular full-time 
employees on the basis of service. In 1938, under a new 
schedule, a gift was given to each employee, based on $5 
for each year of service up to a maximum of $50 for 
service of ten years or more. The maximum 1937 
Christmas bonus was $25; and in 1936—$15. 

K. During 1938 wages and compensation paid by your 
Company amounted to $173,000 more than the amount 
paid in 1937. 


* 


RECORD OF SALES, EARNINGS, AND DIVIDENDS 
For Past Ten Years 
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’8% Cumulative Preferred Stock outstanding years 1929 to 1935 inclusive. 5% Cumulative Preferred Stock outstanding 
during 1936, 1937 and 1938. 


G. C. MURPHY COMPANY 

AND ITS WHOLLY-OWNED SUBSIDIARY 

MACK REALTY COMPANY 


STATEMENT of CONSOLIDATED INCOME and EARNED SURPLUS 
For the year ended December 31, 1938. 


Sales . $42,190,211.85 

Deduct: 

Cost of goods sold and operating ex¬ 
penses, including general and ad¬ 
ministrative expenses . $38,332,561.79 

Provision for depreciation of build¬ 
ings, building improvements and 
fixtures, and amortization of im¬ 
provements to leased properties . 698,365.14 

Provision for 1938 income taxes: 

Federal . 523,000.00 

State . 91,500.00 

Interest paid or accrued . 98,181.11 

Provision for employees’ relief . 17,341.11 39,760,949.15 

2,429,262.70 

Rentals and miscellaneous income . 60,603.98 


Net income for the year 1938. 2,489,866.68 


Earned surplus, December 31, 1937 . 

Deduct: 

Adjustment for expenses 
applicable to property 
destroyed by fire dur¬ 
ing 1937 . $ 20,609.11 

Provision for additional 
federal taxes for the 
years 1936 and 1937 . . . 35,000.00 

Transferred to reserve for 

employees’ relief . 50,360.65 

Appropriated for contin¬ 
gencies . 200,000.00 


7,753,635.30 


305,969.76 


7,447,665.54 


9,937,532.22 

Deduct: 

Dividends paid or declared: 

Preferred stock 5 per cent . 200,000.00 


Common stock $3.25 per share. . 1,561,625.00 1,761,625.00 

Earned surplus, December 31, 1938, unappropriated. 8,175,907.22 

Earned surplus, appropriated for contingencies. 600,000.00 

Total earned surplus, December 31, 1938 . » $8,775,907.22 


To the Board of Directors of 
G. C. MURPHY COMPANY: 

We have made an examination of the consolidated balance 
sheet of G. C. MURPHY COMPANY and its wholly-owned 
subsidiary, MACK REALTY COMPANY, as at December 31, 
1938, and of the consolidated statements of income and surplus 
for the year 1938. In connection therewith, we examined or 
tested accounting records of the companies and other sup¬ 
porting evidence and obtained information and explanations 
from officers and employees of the companies. We also made 
a general review of the accounting methods and of the operating 
and income accounts for the year, but we did not make a 
detailed audit of the transactions. 

In our opinion, based upon such examination, the ac¬ 
companying consolidated balance sheet and related statements 
of income and surplus fairly present, in accordance with ac¬ 
cepted principles of accounting consistently maintained by the 
companies during the year under review, the consolidated 
position as at December 31, 1938, and the results from opera¬ 
tions for the year. 

LYBRAND, ROSS BROS. & MONTGOMERY. 


Pittsburgh, Penna., 
January 27, 1939. 































G. C. MURPHY COMPANY 

AND ITS WHOLLY-OWNED SUBSIDIARY 

MACK REALTY COMPANY 


CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1938 


Current: 


ASSETS: 


Current: 


LIABILITIES: 


Cash on hand and demand deposits.$ 2,257,580.15 

Merchandise inventories, at the lower of cost or market: 

At stores and warehouse.$4,333,951.15 

In transit. 1,233,618.12 

- 5,567,569.27 


Total current assets. 7,825,149.42 


Fixed assets, at depreciated book values in 1919 
for properties then acquired from predecessor 
corporation, plus subsequent additions at 
cost: 


Land. 


. 1,673,347.61 

Buildings and building im¬ 
provements . 

.$3,367,514.85 

Less, allowances for depre¬ 
ciation . 

. 1,036,225.38 

2,331,289.47 

Improvements to leased prop- 
perries . 

. 6,340,406.82 


Less, allowance for amor¬ 
tization . 

. 1,788,339.01 

4,552,067.81 

Fixtures and equipment. 

. 5,939,956.26 


Less, allowances for depre¬ 
ciation . 

. 2,229,160.43 

3,710,795.83 


12,267,500.72 


Prepaid expenses: 

Prepaid expenses, including insurance, taxes, rentals, sup¬ 
plies and other expenses. 227,804.21 


Other assets: 

Due from closed and restricted banks 

(Less allowance of $38,950.00). 7,376.69 

Miscellaneous accounts receivable 

(Less allowance of $2,550.00). 67,999.12 

Sundry investments 

(Less allowance of $8,500.00). 21,604.63 96,980.44 


Accounts payable, Vendors, including liability of 

$1,165,000.00 for merchandise in transit.$ 

Dividends on preferred stock, payable January 3, 1939. 

Accrued liabilities, bonuses, taxes and sundry expenses. 

Provision for federal and state income and capital stock 

taxes. 

Term indebtedness due within one year, including mort¬ 
gages payable on demand. 


1,284,873.88 

50,000.00 

885,131.36 

811,717.62 

193,671.60 


Total current liabilities 


3,225,394.46 


Term indebtedness, exclusive of amount in¬ 
cluded with current liabilities: 

Term mortgages.$ 947,456.14 

Installment loans due in installments to 

1952. 247,057.89 

Real estate purchase contracts. 74,691.34 1,269,205.37 


Reserve for employees* relief 


116,736.83 


CAPITAL: 

Capital stock: 

5 per cent cumulative preferred stock, par 
value $100 per share: 

Authorized 50,000 shares 

Outstanding 40,000 shares. 4,000,000.00 

Common stock, no par value: 

Authorized 500,000 shares 

Outstanding 480,500 shares, stated value. . 1,729,800.00 


5,729,800.00 

Paid-in surplus. ... 1,300,390.91 


Earned surplus: 


Unappropriated.$8,175,907.22 

Appropriated for con¬ 
tingencies. 600,000.00 8,775,907.22 15,806,098.13 


$ 20 , 417 , 434.79 


$ 20 , 417 , 434.79 



















































